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EURASIA GOLD CORP. 


Suite 400,933 - 17th Avenue SW, Calgary Alberta, P_T5R6 
Tel. (403) 229-3030, Toll free: (888) 539-1340, Fax. (403) 245-6227 e-mail. eurasia @ eurasia.com 


To The Shareholders May 1, 1999 


The Year in Review: 

Introduction: 

The year 1998 has been pivotal in Eurasia Gold Corp.’s objective of becoming an emerging 
junior gold producer. The difficulties experienced in 1997 relating to the Bre-X fiasco followed 
by a substantial drop in gold prices slowed the Company’s progress in achieving its goals. In 
spite of these difficulties the Company has made considerable progress and is gaining 
momentum toward achieving its objectives. 


Corporate Activities: 

On August 28, 1998 the Company took a significant step toward becoming an emerging junior 
gold producer by acquiring 100% of Andas-Altyn, its joint venture partner in the Central 
Mukur and Myaly heap leach gold projects located in northeast Kazakhstan. The Company 
issued the shareholders of Andas-Altyn 13.0 million common shares thereby acquiring 
ownership and eliminating all of its prior commitments on the Central Mukur and Myaly 
projects. 


Equity Financing: 

Subsequent to the year-end, the Company completed a $6.0 million equity financing by selling 
60.0 million Units at a price of $0.10 per Unit to Ourominas Minerals Inc. (now Thistle Mining 
Inc.). Each Unit consisted of one common share and one warrant. The warrant is exercisable 
at a price of $0.12 per common share until July 28, 1999 and thereafter at a price of $0.17 until 
July 28, 2000. Thistle Mining Inc. is a Toronto Stock Exchange listed company specializing in 
financing junior companies that are either at or close to gold production. The acquisition of 
51% of the Company was the first transaction completed by Thistle Mining Inc. 


Board Changes: 

Subsequent to the year-end, Mr. Gerry Roe resigned as Chairman but remains an active 
member of the board. Messrs. Colin Christensen and David Bauer resigned as directors to 
allow the equity financing to proceed. The Company wishes to thank them for their 
contribution. Mr. Christensen continues in the capacity of Vice President Corporate 
Development. Mr. Willie McLucas, the President of Thistle Mining Inc. has been appointed 
Chairman of the Board and Messrs. Robert Crosbie and Harvey MacKenzie have joined the 
board of directors. Mr. MacKenzie has been appointed the Chief Financial Officer of the 
Company. Messrs. McLucas, Crosbie and MacKenzie will be of valuable assistance to the 
Company. 


Andas-Altyn - the Acquisition: 

] would like to take this opportunity to answer the many questions asked over the 
past few months by our shareholders regarding the acquisition of Andas-Altyn. Andas-Altyn 
is a small gold producing company that has been conducting mining and leaching operations 
at the Central Mukur project since 1995 and at Myaly since 1997. Conventional open pit 
mining combined with heap leach technology is used to recover gold from sediment hosted, 
low grade disseminated gold deposits similar to the low grade gold deposits that are presently 
being mined on the Carlin Trend in Nevada. 
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Andas-Altyn employs 132 people consisting of experienced mining and leach plant operators, 
security, mechanics, geologists, mining engineers, surveyors and administrative personnel. 
Andas-Altyn has gained considerable expertise in mining and heap leaching operations over 
the past four years. 


The gold recovery plant at Central Mukur is capable of leaching 700,000 tonnes of ore per year. 
At Myaly a similar plant is capable of leaching 300,000 tonne of ore per year. A complete 
infrastructure capable of supporting a much larger scale mining operation consisting of roads, 
camps, power lines, leach pads, and site engineering work were completed on both projects by 
the end of 1997. 


The Company believes that the gold resource potential of the Central Mukur and Myaly 
projects is excellent. The amount of exploration completed on both projects prior to the 
Company becoming involved has been extensive. To highlight this, approximately 30 years of 
exploration consisting of 95,540 meters of drilling in 2,394 surface holes, 12.85 kilometers of 
trenching; and 4,245 meters of underground development including shafts, drifts and cross- 
cuts in the Central Mukur area resulted in the discovery of 43 zones of oxide gold 
mineralization. 


Approximately 25 years of exploration, comprising 684 meters of drilling in 31 surface holes, 
3,853 meters of trenching; and 720 meters of underground development including shafts, drifts 
and cross-cuts in the Myaly area resulted in the discovery of eight zones of oxide gold 
mineralization. 


In 1998, Rift Ltd., an experienced and independent Kazakh geological consulting company, 
completed a resource study on the Central Mukur and Myaly projects using a 0.8 g/t gold 
cutoff for the Central Mukur project and a 0.5 g/t gold cutoff for the Myaly project. These 
cutoff grades are considered to be more reasonable given the previous operating experience 
and are more in line with industry standard. The results of the Rift study by resource category 
are outlined below: 


Central Mukur Project: 

Resource Catego Tonnes Grade (g/t Gold (K Ounces 
Measured (C1) 759,554 1.97 1,496.3 48,112 
Indicated (C2) 2,688,306 1.97 5,295.9 170,268 
Inferred (P1) 6,820,600 1.84 12,549.9 403,533 
Total 10,268,460 1.88 19,342.1 621,913 
Myaly 

Resource Catego Tonnes Grade (g/t Gold (K Ounces 
Measured (C1) 589,597 222 1,308.9 42,086 
Indicated (C2) included 222 included included 
Inferred (P1) 25193082 2.26 4,867.1 156,498 
Total 2,743,170 225 6,176.0 198,584 


As part of the due diligence completed by Thistle Mining Inc. in September 1998, A.C.A. Howe 
International Limited conducted a review of the Rift resource study and the exploration data 
from both projects and concluded that: 


“Howe feels comfortable in equating the Cl and C2 resources, as defined by the Soviets, with 
the CIMM Indicated Resource category, Howe is of the opinion that the categories utilized by 
the Soviets in their resource definition reflects a conservative approach. Howe would view the 
Soviet P1 resources as equivalent to CIMM Inferred category”. 


In summary, Eurasia purchased a small gold producing company that with the proper 
financing could substantially increase gold production in the near term. In addition, the 51 
zones of oxide gold mineralization located on both properties are considered to have excellent 
potential to add to the gold resources by low cost, low risk exploration. The Company is of the 
opinion that the purchase of Andas-Altyn has eliminated a substantial portion of the risk 
normally associated with putting a gold mine into production, as well, many of the risks of 
operating in a foreign country can be handled more efficiently by operating through a local 
subsidiary. 


1998 Operating Activities: 

Financial Results: 

In 1998, the Company changed its financial year-end from September 30 to December 31 to co- 
ordinate the financial year-ends for the Company and its subsidiaries. As a result of the 
change in financial year-end, the financial results are for a 15-month period from September 
1997 and December 31, 1998. The consolidated financial statements for the Company include 
the financial statements for Andas-Altyn and Centramining Limited. 


The Central Mukur and Myaly properties are in the pre-commercial stage of gold production. 
As such, all revenue generated from gold sales for the period September to December 1998 has 
been charged to capitalized development expenses. In 1998, Eurasia invested approximately 
$473,600, which have been capitalized to development costs. Capitalized expenditures 
increased from $1,905,271 in 1997 to $2,652,886 in 1998, an increase of $747,615 during the 
period. The deferred mining expenditures increased from $5,994,119 in 1997 to $8,556,068 in 
1998 substantially due to the acquisition of Andas-Altyn and the addition of capitalized 
expenditures less the write off taken in 1998 against the properties. 


The working capital deficiency of $1,719,616 represents an increase in current payables of 
$1,265,707 over that recorded in the prior period. The increased current liabilities comprise the 
re-allocation of a portion of the long term debt to current liabilities, a combination of the trade 
payables, $415,050 in advances from Thistle Mining Inc. and shareholders, and a $73,055 bank 
loan in favor of Andas-Altyn. ) 


The General and Administrative expenses for the 15 month period increased to $407,814 from 
$134,288, an increase of $273,526 made up of the consolidated general and administrative 
expenses, increased activity in 1998, the expenses and fees associated with the acquisition of 
Andas-Altyn, accrued salaries of management and the legal and audit expenses associated 
with the Thistle Mining Inc. financing that was completed in January 1999. 


As at September 30, 1997, the Company had no long-term debt. The long-term debt increased 
by $617,950 reflecting the long-term debt of Andas-Altyn. 


The Company has written the carrying value of its investment in the Slovak Exploration 
Concessions and the Bolshevik gold project down to a nominal value in accordance with its 
conservative accounting policies. 


Figure 2 = : 
Central Mukur & Myaly Gold Properties: Kazakstan - Location Map 
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1998 Operations Report: 

The Central Mukur and Myaly heap leach gold projects were the main focus of operation for 
the Company in 1998. These properties will continue to be the main focus of activity for the 
Company through its wholly owned subsidiary Andas-Altyn. 


Gold production in 1998 totaled 1,414 ounces. Gold sales of 1,191 ounces resulted in net 
revenues of $US345,075. 


Central Mukur Gold Project: 
In 1998, operations consisted of leaching 63,500 tonnes of oxide mineralization on the existing 
heap. Gold production totaled 1,180 ounces. 


During the first quarter of 1998, the drilling of environmental monitoring wells around the site 
selected for the construction of a new leach pad capable of holding 1.2 million tonnes of ore 
was completed. The “expanding pad method” will be used in the construction of this pad in 
1999 to allow the simultaneous leaching, loading and construction of the leach pad. Trenching 
and channel sampling to determine the ore limits and preparation of a detailed mine plan were 
completed for ore zones No. 10 and No. 48. 


Myaly Gold Project: 
During the fourth quarter, 15,000 tonnes of oxide mineralization was placed under leach. Gold 
production to the end of December 1998, totaled 234 ounces. The pre-stripping of 144,000 
tonnes of waste from Zone 22 exposed approximately 70,000 tonnes of ore that is scheduled for 
mining in May 1999. 


The assay results for four trenches completed in 1997, spaced at 25 meter intervals north of the 
rim of the existing Zone 22 pit were received in 1998. These trenches were completed in an 
area where previous trenching indicated similar grade gold mineralization but over much 
smaller intervals. The 1997 trench was completed over a trench that was excavated during the 
initial exploration of this zone in the 1960’s. The 1997 trench yielded an average grade of 1.83 
g/t gold over an interval of 49.0 meters whereas the initial trench assayed 1.36 g/t gold over 
3.05 meters. The explanation for the variation is that the 1997 trenching penetrated the one- 
meter thick zone of surface leaching that occurs throughout the area. 


Resource Potential: 

As part of the on-going program to verify the resource potential of the Central Mukur and 
Myaly properties, a 26,000 meter drilling and 4,000 meter trenching program is being 
completed under the supervision of A.C.A Howe International Ltd. The Company believes 
that the gold resource potential of the Central Mukur and Myaly projects is excellent for the 
following reasons: 


a) The stated gold resources were estimated to a depth of only 30 meters below surface. 
Limited drilling below the -30 meter level indicates the continuity of the oxide zone to an 
average depth of 60 meters below surface and in places to a depth of 100 meters. 


b) At Central Mukur, 43 zones (not fully defined) of oxide gold mineralization have been 
located in seven, parallel, silicified and argillic altered shallow dipping thrust faults that have 
been traced for a distance of 12.5 kilometers within the property boundary. Substantial 
portions of these faults have not been explored. 


c) The eight zones of oxide gold mineralization (not fully defined) on the Myaly project occur 
in a series of parallel; shallow dipping, silicified and argillic altered shear zones that have been 
traced across the entire length of the property. 


d) The initial resource estimate for Zone 25 at Central Mukur, was 109,000 tonnes at an average 
grade of 2.50 g/t gold. To December 30, 1998 a total of 218,000 tonnes at an average grade of 
1.94 g/t gold have been mined and at least 70,000 tonnes with an estimated grade of 2.55 g/t 
gold remain in the floor of the pit. This represents a 165% increase in tonnage and a 121% 
increase in contained ounces of gold over and above the initial resource estimate. 


The 1999 exploration plan will attempt to verify the gold resource potential of six of the 51 
zones of oxide mineralization located on the properties. 


1999 Operating Plan: 

To achieve the 1999 Operating Plan for the Central Mukur and Myaly heap leach gold projects, 
the Company plans to purchase additional open pit mining equipment. This equipment will 
be in addition to the equipment owned by Andas-Altyn and will be augmented by the rental of 
eight 30 and 40 tonne trucks. The 1999 Operating plan calls for moving 1.84 million tonnes of 
ore and waste. The average mining costs is estimated to be $US1.14 tonne. 


At Myaly, 210,000 tonnes of oxide ore at a grade of 2.20 g/t gold will be leached at an 
estimated recovery rate of 70%. At Central Mukur, a total of 504,000 tonnes of ore will be 
under leach in 1999 on two heaps at a gold recovery rate of 60%. The average cost to leach a 
tonne of ore is estimated to be $US2.27. The construction of a second leach pad at Central 
Mukur will be required. 


Commercial production is expected to be achieved at the Central Mukur and Myaly gold 
projects in August 1999. Gold production is estimated to be approximately 13,000 ounces at an 
estimated total cash operating cost of $US177.00 per ounce. 


Other Projects: 

Due to the limited availability of funding in 1998, no work was completed on either the 
Bolshevik or Akhzar gold projects in Kazakhstan or the Slovak exploration concessions. 

The challenge facing the Company for the balance of 1999 will be to implement and achieve the 
1999 Operating Plan’s production targets and operating costs. 


On behalf of the Board of Directors 


Giles yes ‘Ser a 


Elmer B. Stewart 
President and Chief Executive Officer May 1, 1999 
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AUDITORS' REPORT TO THE SHAREHOLDERS 


We have audited the consolidated balance sheets of Eurasia Gold Corp. as at December 31, 1998 
and September 30, 1997 and the consolidated statements of operations and deficit and changes in 
financial position for the fifteen month period ended December 31, 1998 and the year ended 
September 30, 1997. These financial statements are the responsibility of the Company's 
management. Our responsibility is to express an opinion on these financial statements based on our 
audits. 


We conducted our audits in accordance with generally accepted auditing standards. Those standards 
require that we pian and perform an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well as evaluating 
the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the 
financial position of the Company as at December 31, 1998 and September 30, 1997 and the results 
of its operations and the changes in its financial position for the fifteen month period ended 
December 31, 1998 and the year ended September 30, 1997 in accordance with generally accepted 
accounting principles. 


KW, vue 


Chartered Accountants 


Calgary, Canada 
April 23, 1999 


a fi EA le KPMG we. a Canadian owned limited hability partnership established under the 
laws of Ontario. is a member firm of KPMG International, a Swiss association 


EURASIA GOLD CORP. 


Consolidated Balance Sheets 


December 31, September 30, 
1998 1997 
Assets 
Current assets: 
Cash $ 5,966 $ 32,762 
Accounts receivable 104,651 17,822 
Other 36,424 - 
147,041 50,584 
Deferred mining expenditures (note 5) 8,105,413 5,943,535 


a $8,252,454 $ 5,994,119 
Liabilities and Shareholders' Equity 


Current liabilities: 


Accounts payable and accrued liabilities $ 1,378,554 $ 364,495 
Advances from shareholders and director (note 6) 57,000 140,000 
Advances from Thistle Mining Inc. (note 7) 358,050 - 
Short-term loan (note 6) 3,000 - 
Long-term debt (note 8) 617,950 ~ 
Shareholders’ equity: 
Share capital 10,428,709 8,058,709 
Contributed surplus 158,880 158,880 
Deficit (4,819,744) (2,727,965) 
5,767,845 5,489,624 


Future operations (note 1) 
Basis of presentation (note 2) 
Commitments (note 5) 


$ 8,252,454 $ 5,994,119 
See accompanying notes to consolidated financial statements. 


On behalf of the Board: 


iim J5 SS Dever Mi Director 
SMe Director 


EURASIA GOLD CORP. 


Consolidated Statements of Operations and Deficit 


Fifteen months 


ended Year ended 
December 31, September 30, 
1998 1997 


Revenue: 
Interest $ 26 $ 8,872 
Expenses: 
General and administrative 407,814 134,288 
Write-down of deferred mining expenditures (note 5) 1,683,991 196,806 
2,091,805 331,094 
Loss from continuing operations (2,091,779) (322,222) 
Discontinued operations: 
Profit from discontinued operations (note 10) - 43,026 
Gain on sale of discontinued operations - 158,856 


~ 201,882 


Loss for the period (2,091,779) (120,340) 
Deficit, beginning of period (2,727,965) (2,607,625) 
Deficit, end of period $(4,819,744) $(2,727,965) 
Per share: 
Loss from continuing operations $ 0.05 $ - 
Loss for the period $ 0.05 $ - 


See accompanying notes to consolidated financial statements. 


EURASIA GOLD CORP. 


Consolidated Statements of Changes in Financial Position 


Fifteen months 


Year ended 


Cash provided by (used in): 


Operations: 
Loss from continuing operations 
Items not affecting cash: 
Write-down of deferred mining expenditures 


Discontinued operations 
Gain on sale of discontinued operations 
Depletion and depreciation 


Financing: 
Advances from (repayment to) shareholders and director 
Advances from Thistle Mining Inc. 
Issue of share capital 


Investments: 
Proceeds on disposition of property and equipment 
Deferred mining expenditures 
Acquisitions (note 4) 
Change in non-cash working capital 


Decrease in cash 
Cash, beginning of period 


Cash, end of period 


See accompanying notes to consolidated financial statements. 


ended 


December 31, 
1998 


$ (2,091,779) 


1,683,991 
(407,788) 


(407,788) 


(83,000) 
358,050 
2,370,000 


2,645,050 


(1,157,615) 
(1,300,000) 
193,557 


(2,264,058) 
(26,796) 
32,762 


$ 5,966 


$ 


September 30, 
1997 


(322,222) 


196,806 
(125,416) 


201,882 
(158,856) 
75,632 


(6,758) 


140,000 


4,045,000 
4,185,000 


563,223 


(1,913,464) 
(4,000,000) 


298,243 


(5,051,998) 


(873,756) 
906,518 


% 32,762 


EURASIA GOLD CORP. 


Notes to Consolidated Financial Statements 


Fifteen month period ended December 31, 1998 and year ended September 30, 1997 


1. 


Future operations: 


The Company is in process of exploring and developing certain mineral properties in the Republic 
of Kazakhstan. The ultimate recoverability of the Company’s investment in these properties, is 
dependent upon the existence and discovery of additional economical reserves, the ability of the 
Company to obtain necessary financing to complete the development of the properties, and the 
ability to attain future profitable production. The accompanying financial statements have been 
prepared on the basis of accounting principles applicable to a company with continuing 
operations. Should the going concern assumption not be appropriate, certain assets and liability 
accounts would require adjustment and reclassification. 


Basis of presentation: 


The Company has changed its year end from September 30 to December 31 in order to be 
consistent with its operating subsidiaries year end. As a result, the Company is reporting the 
results of its operations and the changes in its financial position for the fifteen month period ended 
December 31, 1998. 


Significant accounting policies: 
(a) Basis of presentation: 


The consolidated financial statements include the accounts of Eurasia Gold Corp. (the 
"“Company”") and its wholly-owned subsidiaries, Centramining Ltd., and Andas-Altyn Ltd. from 
the effective date of August 31, 1998. 


(b 


~— 


Mineral properties: 


All costs related to mining properties are capitalized on a property-by-property basis. Such 
costs include mining claim costs and exploration and development expenditures, net of any 
recoveries. The costs related to a property from which there is production, together with costs 
of production equipment, will be depleted and depreciated on the unit-of-production method 
based upon estimated proven reserves to be determined by independent consulting 
engineers. When there is little prospect of further work on a property being carried out by the 
Company or its partners, the costs of that property are charged to earnings. 


The recovery of the costs of the non-producing mining properties is dependent upon the 
successful development of economic mining operations or the sale or disposition of such 
properties for amounts at least equal to the Company’s investment therein. 


~EURASIA GOLD CORP. 


Notes to Consolidated Financial Statements, Page 2 


Fifteen month period ended December 31, 1998 and year ended September 30, 1997 


3. Significant accounting policies (continued): 


(c) Foreign currency translation: 


(d 


— 


Transactions of the Company that are denominated in foreign currencies are recorded in 
Canadian dollars at exchange rates in effect at the related transaction dates. Monetary 
assets and liabilities denominated in foreign currencies are adjusted to reflect exchange rates 
at the balance sheet date. Exchange gains and losses arising on the translation of monetary 
assets and liabilities are included in deferred mining expenditures. 


Petroleum and natural gas: 


The Company followed the full cost method of accounting for petroleum and natural gas 
operations. All costs of exploration for and development of petroleum and natural gas 
reserves were capitalized by cost centre. Such costs include land acquisition costs, 
geological and geophysical expenses, carrying charges of non-producing property, costs of 
drilling both productive and non-productive wells and overhead charges related to exploration 
and development activities. 


Capitalized costs were depleted and depreciated using the unit-of-production method based 
on gross proven reserves of petroleum and natural gas in each cost centre, as determined by 
independent engineers. Reserves and production quantities, for depletion and depreciation 
calculations, were converted to equivalent units based on estimated relative energy content. 
Provision for future site restoration costs were accrued for by a charge against earnings using 
the unit-of-production method. 


The capitalized costs less accumulated depletion and depreciation in each cost centre were 
limited to an amount equal to estimated future net revenues from proven reserves (based on 
current prices and costs as at the balance date) plus unproved properties. The total 
capitalized costs less depletion and depreciation and deferred income taxes of all costs 
centres were further limited to the aggregate estimated future net revenues for all cost centres 
less recurring general and administrative expenses, provision for future site restoration and 
reclamation costs, future financing costs and income taxes. 


All of the exploration and production activities were conducted jointly with others and 
accordingly, the Company only reflected its proportionate interest in such activities. 


Effective August 1, 1997, the Company sold its entire interest in its oil and gas operations. 


EURASIA GOLD CORP. 


Notes to Consolidated Financial Statements, Page 3 


Fifteen month period ended December 31, 1998 and year ended September 30, 1997 


4. Acquisitions: 
(a) Andas-Altyn Ltd.: 


On August 28, 1998, the Company received regulatory approval for the acquisition of 100% of 
Andas-Altyn Ltd. The acquisition gives the Company a 100% ownership in the Central Mukur 
and Myaly heap leach gold projects located in northeast Kazakhstan. The main assets of 
Andas-Altyn are the Central Mukur and Myaly heap leach gold projects, as well as two resin 
gold recovery plants, camps, rolling stock and inventories. The Company has issued 13.0 
million common shares to the shareholders of Andas Altyn of which 3.9 million of the shares 
issued have been placed in a performance escrow (see note 9(b)). As a condition of the 
purchase of Andas-Altyn, two of the shareholders of Andas-Altyn have been elected to the 
board of directors of the Company. This acquisition relieves the Company of the remaining 
commitment on the Central Mukur/Myaly projects (see note 5). The transaction has been 
accounted for by the purchase method with the results of operations included in these 
financial statements from the date of acquisition of August 31, 1998 


Details of the acquisition are as follows: 


Net assets acquired, at estimated fair values: 


Mineral properties and equipment thereon $ 2,688,254 
Less: 
Working capital deficiency (770,304) 
Long-term debt (617,950) 
$ 1,300,000 
Consideration: 


13,000,000 common shares at an ascribed value of $0.10 
per common share $ 1,300,000 


EURASIA GOLD CORP. 


Notes to Consolidated Financial Statements, Page 4 


Fifteen month period ended December 31, 1998 and year ended September 30, 1997 


4. Acquisitions (continued): 
(b) Acquisition of Centramining Ltd.: 


Effective March 31, 1997, the Company acquired 100% of the issued and outstanding shares 
of Centramining Ltd. Centramining Ltd. holds an interest in the net cash flows of certain gold 
mining projects located in the Republic of Kazakstan. The transaction has been accounted 
for by the purchase method with the results of operations included in these financial 
statements from the date of acquisition. Details of the acquisition are as follows: 


Net assets acquired, at fair values: 


Accounts receivable $ 101,298 
Cash 40,938 
Mining rights 4,038,264 
4,180,500 

Less: 
Accounts payable and accrued liabilities 180,500 
$ 4,000,000 


Consideration: 
16,000,000 common shares at an ascribed value of $0.25 per 
common share $ 4,000,000 


5. Deferred mining expenditures: 


Balance at Balance at 

September 30, Acquisitions/ December 31, 

1997 Expenditures Write-down 1998 

Mining properties $ 4,038,264 $ 2,688,254 $ 970,376 $ 5,756,142 


Deferred development and 
exploration 1,905,271 1,157,615 713,615 2,349,271 


$ 5,943,535 $3,845,869 $ 1,683,991 $ 8,105,413 
nnn nn nn nn nn nn nner nnn nnn nnn nen nee eee nesses creer Ss 


alance a alance a 
September 30, Acquisitions/ December 31 
1997 Expenditures Write-down 1998 
Slovakia: 
Banska Bela $ 270,316 6) 
ecse. $ 3,300 $ 303,615 $ 1 
Central Mukur/Myaly 4,292,842 3,812,569 - 
Bolshevik 1,380,377 - 1,380,376 gee 


Se eee ee SL DD eee 
$ 5,943,535 $3,845869 § 1,683,991 $ 8,105,413 
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Notes to Consolidated Financial Statements, Page 5 


Fifteen month period ended December 31, 1998 and year ended September 30, 1997 


5. Deferred mining expenditures (continued): 


Balance al Balance at 


September 30, Acquisitions/ September 30, 
1996 Expenditures Write-down 1997 


Mining properties $ - $ 4,038,264 $ ~ $ 4,038,264 
Deferred development and 
exploration 188,613 1,913,464 196,806 1,905,271 


> 188,613 $5,951,728 $ 196,806 $ 5,943,535 


Balance at Balance at 
September 30, Acquisitions/ September 30, 
1996 Expenditures Write-down 1997 
Slovakia: 
Banska Bela SmetOS 613 6 po Ol US ad = $ 270,316 
Kazakstan: 
Central Mukur/Myaly ~ 4,292,842 - 4,292,842 
Bolshevik ~ 1,380,377 - 1,380,377 
Zharkulak - 196,806 196,806 ~ 


$ 188613 $5,951,728 $ 196,806 $ 5,943,535 


For the fifteen month period ended December 31, 1998, the Company capitalized $473,576 (year 
ended September 30, 1997 - $280,968) of general and administration costs specifically related to 
project development activities in Kazakstan. The increase in general and administrative expenses 
for the 15 month period ended December 31, 1998 are comprised of costs associated with the 
acquisition of Andas-Altyn and the additional legal and accounting expenses associated with the 
Thistle Mining Inc. private placement which was completed in January, 1999 (see note 12). 


The following is a discussion of the mining projects in which the Company has an interest. The 
mining projects are operations in respect of particular mineral licenses held by Kazakstan private 
companies. The mining projects are in different stages of development, from initial test production 
of gold to the expansion of the reserves through exploration and production. 


(i) Central Mukur/Myaly: 


Pursuant to a Novation agreement dated December 1, 1996, Centramining assumed the 
obligations of DEB Industries in an agreement with Andas-Altyn Ltd., whereby DEB Industries 
agreed to purchase a 15% interest in the Central Mukur gold mining project located in 
northeast Kazakstan by making a capital investment of U.S. $567,000 (Cdn. $771,687). Prior 
to the acquisition of Centramining by the Company, Centramining advanced U.S. $433,500 
(Cdn. $589,994) to Andas-Altyn Ltd. and subsequent thereto, the Company advanced an 
additional U.S. $133,500 (Cdn. $181,693) to complete its obligation under the _ initial 
agreement. 
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5. Deferred mining expenditures (continued): 


(i) 


(ii) 


Central Mukur/Myaly (continued): 


Effective September 3, 1997, the Company and Centramining signed an agreement with 
Andas-Altyn Ltd. to purchase an additional, undivided 45% working interest in the Central 
Mukur gold project and a 60% working interest in the Myaly gold project located in northeast 
Kazakstan through the issuance of two million common shares of the Company and by 
agreeing to incur U.S. $5.2 million (Cdn. $7.1 million) in capital and exploration expenditures 
and providing for a contingency fee equal to 10% of the capital and exploration expenditures. 


Effective August 31, 1998, the Company acquired Andas-Altyn Ltd. (see note 4(a)) which 
eliminated the Centramining commitment on the project. 


Bolshevik: 


On November 14, 1996, DEB Industries entered into an agreement with Artel Trud to 
purchase a 50% working interest in the Bolshevik gold project located in northeast Kazakstan. 
The agreement calls for capital expenditures totaling U.S. $10 million (Cdn. $13.6 million) by 
December 31, 2000 with no specific expenditure commitment in any one year. Pursuant to a 
Novation agreement dated December 1, 1996, Centramining assumed the obligations of DEB 
Industries. Pursuant to the November 14, 1996 agreement, Centramining is to receive 90% of 
the net cash flows from the Bolshevik gold project until such time as it recovers 100% of the 
capital expenditures. On recovery of 100% of the capital expenditures, Centramining is 
entitled to 50% of the net cash flows from operations. As a result of currently low gold prices 
and the Company’s focus on the Central Mukur/Myaly project, the Company has provided for 
costs incurred on the Bolshevik project of $1,380,376 and will re-evaluate the economics of 
the project should the price of gold improve. 


(iii) Akzhar: 


In June 1997, Centramining executed the constating documents for the Akzhar joint venture. 
The Company owns a 60% interest in this joint venture and is responsible to provide 100% of 
the funding required for general and administrative, exploration and capital development 
expenditures totaling U.S. $108,800 (Cdn. $180,000) in 1997. In addition, Centramining was 
also required to make cash payments of U.S. $52,000 (Cdn. $70,720) to the holders of the 
Akzhar license on signing of the joint venture agreement. The timing of the cash payments 
were renegotiated and currently are not payable on a specific future date. Centramining has 
the right to recover 100% of its total investment from 90% of the net cash flow from 
operations. 
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5. Deferred mining expenditures (continued): 
(iv) Zharkulak: 


Pursuant to a Novation agreement dated December 1, 1996, Centramining assumed the 
obligations of DEB Industries in an agreement with Marum Zhar Gold to earn a 50% interest in 
the Zharkulak gold project located in southeast Kazakstan. The agreement calls for a total of 
U.S. $6 million (Cdn. $8.2 million) in capital expenditures to develop the project by the end of 
August 1999. In addition, pursuant to this agreement, Centramining was required to fund 
U.S. $300,000 (Cdn. $410,970) in exploration expenditures for three consecutive years. In 
return, Centramining was to receive 80% of the net cash flow from operations beginning with 
the first gold sales until Centramining recovers the U.S. $6.0 million in capital expenditures. 
On recovery of the capital investment, Centramining’s share of net cash flows reduces to 
50%. 


Prior to the acquisition of Centramining by the Company, Centramining advanced 
U.S. $601,000 (Cdn. $817,961) to Marum Zhar Gold with respect to the capital and 
exploration expenditures. Subsequent to the purchase of Centramining, the Company 
advanced U.S. $144,000 (Cdn. $196,806). In June 1997, the Company notified Marum Zhar 
Gold that it was terminating its participation in the Zharkulak gold project. 


The following is a summary of expenditure commitments on the projects as at December 31, 
1998: 


Bolshevik Akzhar Total 
Expenditure commitments $13,600,000 $ 180,000 $13,780,000 
Expenditures to date 410,000 29,350 439,350 
Remaining commitments $13,190,000 $ 150,650 $13,340,650 


6. Shareholder and director advances: 


As at December 31,1998, shareholder and director advances of $57,000 are non-interest bearing 
and have no fixed terms of repayment. 


As at December 31, 1998, the short-term bank loan bearing interest at 35% per annum, is 
secured by certain equipment and consisted of amounts advanced by employees of Andas-Altyn 
Ltd. and guaranteed by Andas-Altyn Ltd. 


During 1997, the Company received an advance from a shareholder in the amount of $40,000. 
The Company also signed a promissory note in the amount of $100,000 due to a shareholder. 
The advances are non-interest bearing and have no fixed terms of repayment. During the fifteen 
month period ended December 31, 1998, the holders of the advances from shareholders 
converted the $140,000 advances into 1,400,000 units at an ascribed value of $0.10 per unit. 
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7. Advances from Thistle Mining Inc.: 


Advances from Thistle Mining Inc. (formerly Ourominas Minerals Inc.) were $358,050 including 
accrued interest of $10,695 as at December 31, 1998, of which $185,000 are collateralized by the 
future production of gold. The advances were repaid from proceeds received from the private 
placement described in note 12. 


8. Long-term debt: 


Pursuant to an agreement dated January 1, 1998 between Altynalmas JSC and Andas-Altyn Ltd., 
Altynalmas JSC provided an unsecured non-interest bearing loan due in the year 2000. The loan 
is expected to be repaid from the Company's gold production as the majority of gold sales are to 
Altynalmas JSC. 


The Company will attempt to negotiate the reduction of the long-term debt, however, there is no 
assurance that the Company will be successful in this negotiation. 


9. Share capital: 
(a) Authorized: 
Unlimited number of Class A common shares 
(b) Issued: 
Changes in issued common shares of the Company are as follows: 


Number of 


Shares Consideration 

Balance, September 30, 1996 18,467,750 $ 4,013,709 
Issued for cash on exercise of warrants 112,500 45,000 
Issued on acquisition of Centramining (note 4(b)) 16,000,000 4,000,000 
Balance, September 30, 1997 34,580,250 8,058,709 
Issued for cash on exercise of warrants 700,000 105,000 
Issued for settlement of accounts payable 160,000 16,000 
Issued to related party for services rendered 1,400,000 140,000 
Issued in private placement for cash 6,490,000 649,000 
Issued on conversion of shareholder advances (note 6) 1,400,000 140,000 
Issued on acquisition of Andas-Altyn Ltd. (note 4(a)) 13,000,000 1,300,000 
Issued on exercise of options 100,000 20,000. 
Issued to Agent on private placement in lieu of commission 502,000 50,200 
Share issue costs - (50,200) 


Balance, December 31, 1998 58 332,250 $10,428,709 
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a 


10. 


Share capital (continued): 
(b) Issued (continued): 


As at December 31, 1998, 3,900,000 common shares of the Company, owned by the 
previous shareholders of Andas-Altyn Ltd., were held in escrow and will be released at the 
rate of one common share for each $0.20 of Cash Flow (as defined) generated from the 
Central Mukur and Myaly properties. 


-=_~ 
ig) 
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Stock options: 


As at December 31, 1998, 4,550,000 (September 30, 1997 - 3,100,000) options to purchase 
common shares were outstanding at an exercise price of $0.10 per share. The options expire 
between May, 2001 and October, 2003. 


Discontinued operations: 


Effective August 1, 1997, the Company sold its entire interest in its oil and gas operations for 
gross proceeds of $563,223. The Company is accounting for all oil and gas production and 
related expenses up to August 1, 1997 as discontinued operations in these financial statements. 
The loss from discontinued operations and the gain on sale of discontinued operations are as 
follows: 


Ten months 


ended 
August 1, 
1997 
Oil and gas revenue $ 176,023 
Royalty income - 
Operating costs (30,508) 
General and administrative expenses (26,857) 
Depletion (75,632) 
Profit from discontinued operations $ 43,026 
Gain on sale of property, plant 
and equipment te $ 133,856 
Elimination of future site restoration liability 25,000 


Gain on sale of discontinued operations $ 158,856 
eee ee ee eee —————EEEEEEeEeEeEEEEEE=EEE——_—_—_—_—_—_—_—_—___——_—— 
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11. 


12. 


Uncertainty due to the Year 2000 Issue: 


The Year 2000 Issue arises because many computerized systems use two digits rather than four 
to identify a year. Date-sensitive systems may recognize the year 2000 as 1900 or some other 
date, resulting in errors when information using year 2000 dates is processed. In addition, similar 
problems may arise in some systems which use certain dates in 1999 to represent something 
other than a date. The effects of the Year 2000 Issue may be experienced before, on, or after 
January 1, 2000, and, if not addressed, the impact on operations and financial reporting may 
range from minor errors to significant system failure which could affect an entity's ability to 
conduct normal business operations. It is not possible to be certain that all aspects of the Year 
2000 Issue affecting the entity, including those related to the efforts of customers, suppliers, or 
other third parties, will be fully resolved. 


Subsequent event: 


On July 7, 1998, the Company signed an Agency Agreement with Brawley Cathers Limited (the 
“Agent") to complete a private placement of up to 60.0 million units on a best efforts basis. A 
director of the Company is an officer and director of the Agent. Pursuant to the Agency 
Agreement, the Agent will receive a commission equal to 8% of the gross proceeds and Broker 
Warrants equal to 8% of the number of Units issued on closing. The Broker Warrants are 
exercisable into common shares of the Company at a price of $0.10 per share to July 31, 1999 
and thereafter at a price of $0.25 per share to July 31, 2000. 


In addition, Thistle Mining Inc. (an unrelated party) entered into an agreement with Brawley 
Cathers Limited to purchase up to 60.0 million units of the private placement described above. 
The transaction resulted in the acquisition of control of the Company by Thistle Mining Inc. 


The private placement consists of 60 million Units at an issue price of $0.10 per Unit for gross 
proceeds of $6.0 million. Each Unit consists of one common share and one common share 
purchase warrant. Each warrant allows the holder thereof to purchase one common share of the 
Company at a price of $0.12 until July 28, 1999 and thereafter at $0.17 per common share until 
expiry on July 28, 2000. The above transactions were completed effective January 28, 1999. 


